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1.

Section

1
1.1551(d)

The definition of the phrase "actively engaged

in business," although the same as in the pres

ent regulations,

should be clarified to indicate

that a corporation is not to be considered act

ively engaged in business if its only activity
is maintaining an office for the purpose of

preserving corporate existence.

Similarly, a

corporation only engaged in winding up its affairs
is not to be considered actively engaged in the

business.
Section

1.1551—1(e)(2)

2.
Since ownership of stock is to be determined

in accordance with the provisions of Section

1563(e) and the regulations thereunder, it
should be made clear that the provisions of

Section 1563(c) do not apply in determining
whether or not 80 per cent of the total value

of shares of all classes of stock are owned by
the transferor.
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3
1.1551-1(g)(3)

Section 1551(a)(3) states the following with
respect to a situation where Section 1551 would

apply:

"Five or fewer individuals who are in

control of a corporation transfer, directly or
indirectly, after June 12, 1963, property
(other than money) to a transferee corporation."

This could be interpreted to mean that each of

the individuals involved must transfer property,
whereas the proposed regulations indicate that

if one of the individuals transfers property and
the others transfer nothing or only money, Section
1551 would apply.

This appears to conform with

the intent as set forth in the House and Senate
Committee reports concerning the law at the time
It is suggested that the proposed

it was passed.

regulations should refer to a transfer by any of

the group of five or fewer individuals who

are in control of the corporation rather than
to just one of the five or fewer individuals.

4.

Section
1.1551- l(g)(4)

In Example 1, it is stated as a fact that "A

and B retain substantial continuing interest in
corporation X."

There should be a definition

as to what is meant by substantial continuing
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interest and to what extent A and B must retain
an interest in Corporation X for the transfers

to the two newly created corporations to be

within the scope of Section 1551(a)(2).

